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IN THE MATTER OF THE APPLICATION OF
NATIONAL TELEPHONE &
COMMUNICATIONS. INC. FOR A
CERTIFICATE OF CONVENIENCE AND
NECESSITY TO PROVIDE COMPETITIVE

TELECOMMUNICATIONS SERVICES EXCEPT
LOCAL EXCHANGE SERVICES.

Open Meeting
July 14 and 15, 1998
Phoemix, Arizona

BY THE COMMISSION:

Having considered the entire record herein and being fully advised in the premises, the Arizona

Corporation Commission (“Commission™) finds. concludes, and orders that:

1 On March 8. 1996, National Telephone & Communications. Inc. (C"NTC” or “Applicant™)
filed with the Commission an application for a Certificate of Conv enience and Necessity (“Certificate™)

to provide resold telecommunications service in the State of Arizona.'

2 In Decision No. 38926 (December 22. 1994). the

telecommunications providers {“resellers™) were public service corporations subject 10 the jurisdiction

of the Commission.

X In Decision No. 59124 (June 23, 1995), the Commussion adopted ALA.C. R14-2-1101

through R14-2-1113 1o regulate resellers.

4. NTC is a Nevada corporation which has been qualified to conduct business in Arizona

since 1994,

! NTC initially filed an application on October 6
apphication in the same docket.
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NTC is a switchless reseller which purchases telecommunications services from WilTel.
6. On Aprit 21. 1997, the Commission’s Utilities Division Staff (“Staft™) filed a Stafl Report.
7 The Sali Report stated that NTC provided the audited financial statements of its paremt
company. Incomnet, Inc., which indicated that it had net income of $4 million tor the year ended 1994,
and net income of $1.4 million for the vear ended 1995, and reported nepative retained carnings of $14.2
million and $12.8 miilion. for 1994 and 1995, respectively. Staff stated that since these financial
statements indicate that Applicant did not generaie enough revenue to cover its expenses, Statf has
concerns about Apphicant's ability to incur operating losses in the future and to fepay customer
prepayments. advances. and deposits. Accordingly, Staff recommended that pursuant 10 A.A.C. R14-2-
1105.D. Applicant maintain for a minimum of one year, an escrow account equal to the total amount of
any prepayments, advances and deposits that Applicant may collect from its customers as a condition of
certification. fn the alternative, Applicant could file a letter stating that it does not currently charge
customers any prepayments. advances or deposits, and does not intend 1o do so in the future, If @t some
future date Applicant desired to charge customers any prepayments, advances or deposits, it must file
mtormation with St that demonstrates Applicant’s financial viability,  Staff would review the
information and provide Applicant its decision concerning financial viability within 30 days of receipt
of the information. Swaff believes that it Applicant experiences financial difficulty, there should be
minmal impact to its customers. Customers are able to dial another reseller or facilities-based provider,
and may permanently switch to arother company without forfeiting any prepayment, advance or deposit,
8. The Sl Report stated that Applicant has no market power and the reasonableness of its
rates would be evaluated 1n o market with numerous competitors.
9, Statt recommended that

ta) - Applicant’s application for a Certificate should be approved subject to A A.C.
Ri4-2-1106.8:

(b} Apphcant’s intrastate toll service offerings should be classified as competitive
pursuant to AAC. R14-2-1108;

) Applicant’s competitive services should be priced at the effective rates set forth
in Applicant’s tariffs and the maximum rates for these services shouid be the maximum
rates proposed by Applicant in its tariffs. The minimum rates for Applicant’s competitive
services should be Applicant’s long run incremental costs of providing those services as
setforth in A.A.C R14-2-1109. Any future changes to the maximum rates in Apnlicant’s
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tan{ts must complhy with AAC R14-2-1110;

td)  Applicant should be required to comply with the Commission’s rules and modify

its tanfls to conform with these rules, if it is determined that there is a conflict between

Applicant’s taritfs and the Commission’s rules: and

{e} The application may be approved without 2 hearing.

10, By Procedural Order dated May 8, 1997, the Commission set a deadline of June 2, 1997
for filing excepuions to the Stalf Report: requesting that a hearing be set; or requesting intervention as
mterested parties,

T Noexceptions were filed to the StafT Repont, nor did any party request that a hearing be
set, nor were any requests for intervention filed with Docket Control.

12, On November 17, 1997, Applicant filed an indemnity bond in licu of placing an amount
in escrow cqual to the prepavments it may collect from its customers.

ONCLUSIONS OF w
b Appheant 15 a public service corporation within the meaning of Article XV of'the Arizona

Constitution and AR S §§ 40-281 and 40-282.

2. 'he Commission has jurisdiction over Applicant and the subject marter of the application.
3 Notice of the application was given in accordance with the law.
4. The provision of competitive interL ATA/intralLATA reseller services in Arizona by

Applicant is 10 the public interesy,

3 Apphicant 1s a fit and proper entity to receive a Centificate for providing competitive
interl ATA/mtral ATA reseller services in Arizona.

6. Stafls recommendations in Findings of Fact No. 9 are reasonable and should be adopted.

7. It s reasonable to permit Applicant to post an indemnity bond in lieu of establishing an
CSCTOW dccoum

ORDER

ITIS THEREFORE ORDERED that the application of National Telephone & Communications,
Inc. for a Certificate of Convenience and Necessity for authority to provide competitive
nterl ATA/intral.ATA resold telecommunications services except local e hange services shall be, ant

the same 18, hereby granted.
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ofmancial viabilinn Ntaft shall review the information and provide National Telephone &

i Communications. Inc. with a recommendation within thirty days of receipt of the information as to
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ITIS FURTHER ORDERED that if, after one year, National 1 clephone & Communications, Inc.

desires to terminate the performance bond. it shall file information with Staff that demonstrates its

whether National Telephone & Communications, Inc.'s financial viability indicates that a bond is no
longer necessan

TTISFURTHER ORDERED that National Telephone & Communications. Inc. shall comply with
the Staft recommendaiions set forth in Findings of Fact No. 9.

FEIS FURTHER ORDERED that this Decision shall become effective immediately.

- BY ORDER OF THE ARIZONA G JRPORATION COMMISSION.
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WSTONER  CHAIRMAN ™ COMMISSTOND

IN WITNESS WHEREOF, 1. JACK ROSE. Exccutive Secretary of the Arizona
Corporation Commission, have hereunto set my hand and caused the official seal
of the Commission to be affixed at the Capitol, in the City of Phoenix, this

141 day ua::y!} . 1998.

EXECUTIVE SECRETARY

DISSENT
BMBRB dap
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SERVICE LIST FOR:
DOCKET NO.:

Monique Byrnes

TECHNOLOGIES MANAGEMENT. INC.

210 N. Park Avenue

P.O. Drawer 200

Wimer Park, Florida 32790-0200

Consultants for National Telephone &
Communications, Inc.

Paul Bullis, Chief Counsel

Legal Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix. Arizona 850607

Director Utilities Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix. Arizona 85007

NATIONAL TELEPHONE & COMMUNICATIONS, INC.
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